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nations, countries, or " trading bodies" in existence,
and that these nations trade in but, indeed we may say
can produce only, two commodities. Let the countries
in question be styled A and B, the commodities x and
y. Let it further be granted that a unit of productive
power in A can produce ICh; or 20^/; and that a unit
of productive power in B can produce 10# or 15y.
It follows, from the law of comparative cost, that it
will be the interest of A to confine itself to the pro-
duction of yt and of B to devote its resources to the
production of x. The question which has now to
be answered is: What are the terms on which the
exchange of x and y will take place ? And in the
answer to that question lies the solution of the prob-
lem of international values, as distinguished from that
of international trade.

Before, however, entering on this inquiry, it will
be best to dwell for a little on some assumptions made
in, and on some special features of; our supposed case.
(1) It is assumed that the commodities x and' y are
both capable of being proportionally increased up to
any assignable limit by a proportionally increased
amount of productive power, from which it follows
that their value is determined by, or at least moves
parallel with, their cost of production, so that in; A
IQx will exchange for 20y, and in B for 15y. The
existence of different costs of production for different
amounts of commodities produced, of a set of non-
competing industrial groups, and of all those retarding
agencies which have been loosely summed up under
the name of "custom," are for the moment ignored.
Nor is such a method of procedure illegitimate. The
expediency, and even the necessity, of employing pro-